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REPORT OF THE

JNSURANCE TASK FURCRE

The Task Force recognizes the length and complexity of this final

Part JI of its report, tub it has diligently attempted to compress the
data and 1ts findings into ths smallest possible compass, These data

and findings at present affect
The Task Force belioves tha

CIA employess end thely familles.,
16 atfractivoness of the New pisn may,

with sppropriate internal publicity, cause this number to bs spsedily
sugmen ted, :

The Task Force recommsnds that the members of the Bosrd resd, 4n

partidular, pages ) through 12 snd 17 through 25.
. ) \
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Uisability.

3. FACTS as to disability.

8o

Statisties.

Ideslly an fgency review of what has happened to our people in
Injury and illness should contemplate incidence in performance of
duty, in line of duty, and outside duty = inclusive of family
involvements. Such 811 inclusive information is not available

“because:

= The Chief, Medical Staff maintains no statistics,

- 25X9

y Aﬁgr

= The records under FTCA are case files, lately in Personnel
and formerly in 0GC, (Personnel is sbout %o set up an effective
ledger). At sny event, these are only performance of duty
accidents or 1llnesses.

< The re-imbursement program under PL 110, spproved in May 1953,
54111 walts a regulation to disseminate the information and to
govern it, hence 1t is eatimated thst there are hundreds of
cases which have not come to our attention unless under an
Agency hospitelization or surpicel plane

Therefore excerpted from TAB C are the most important available
STATISTICS under the two hospitalizetion and surgiesl plans offered
to our employecs (Mutvsl Benefit Health and Aceldent Association of
Omaha, Neb., and Group Hospltalizstion, Incc, = hereinafter desig-
nated as OMAHA and GHI respectively). OHI will not give us more
information than shown, = from our own records.

OMAHA

(1) Summery of Omaha Hospitalization and Surgicsl claims since
inception in August 1918 thru 1953,

(a) Total no. of claims 1129 (679 incurred in UoS., LS50

overseas); total dais in hoaiitall- 6665I ratio of claims

Actusl cost paid &

(b) A1) Claims | Benefitl/ __by employee Benefit
Total $115,105 $172,878 67,
Hosp. Rm & Bd.. L9,7h) 55,580 89.
Surge 29,08 70,683 AR

 Extras 36,617 L6,615 78,

(c) Total Benefit and total actual cost to employee by
Geographic loeation:

oved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1
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(@)

(e)

Actual cost paid.

Bonefit by employee % Benefit
In Ue Sa $ 77!36!! $129,912 ' 60% :
Overseas 38,0h1 12,966 86%

The total actual costs paid by the enployee in respect
to type of service:

& to total
Hosp: Em & Bde $ 559580 ©

Surgicsl 70,683 51.0
Extras 16,615 26,8
Total $172,878
Omaha Surgical Benefits and Actual Cost
(Based on Claims Submitted Through 1953)
Ratio of Benefita
Amount to Actual Cost
Surgical Benefits =< Total #290h) 1.3
Operations in U, S 21938 39,5
Operations Outside U, S, 7106 16.9
Actual Surgical Costs -- Total $70683
Operations 4n U, S, 55533
Operations Outside U. S. 15150

Of the above; Omaha Surgical Benefits and
Actual Cost for Pregnancy Complications.

Ratio of Benefits
Amount to Actual Cost

Surgical Benefite =~ Total $12965 3783
Maternity in U S.- 9135 340
Maternity Outside U. So 3530 54,2

Actual Surgical Costs == Total $§b282=
Maternity in U. S. 2779L
Maternity Outside U. S, 65.5

Approved For Release 2000/08/16 : CJA-RDP80-01826R000600140004-1
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(£) Total benefé? and total actual cost experience by type
of illness: ' '

Actual cost paid ; 4

Be_nei‘it by employee Benefit
Pregnancy and  $10,222 $ 72,710 S5%
complicetions
therefrom
Gastro- $20,783 $ 26,100 9%
intestinal
160 cases of  $13,12% $ 15,75k 8hz
misc, small ' *
11T negscs
Eye, ear, nose & 9,511 $ 14,953 63%
and throad
Genito-urinary & 8,66L $ 13,076 66%
Total of largest$92,305 $1h2,633 65%
5 categories
Total of remain-$23,100 $ 30,215 1%
ing 8 cate- '
gories

{g) Days hospitalized:

T.esg than 5 days h7d
Tess than 10 days 85%
Less than 15 days 95%

(h) Type of claims
By policy holder only h3%
By spouse only L33
By daughters and sons only 1L%

g/ 13 ¢ategories of illness groupings were specified by our consulting
actuaries. The first five largest categories are those shown. '

Approved For Release 2000/08/1 6°: &lK-RDP80-01826R000600140004-1
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(1) Surgicsl Cleime only: Distribution Range of Actuel
Cost to Policy Holder

{Based on 683 Incidences)

Cumulative
G:?; 8 g%mg%g; Per Sent. Patio
Less than $25 91 13.3 13.3
$25 thru $49 101 1.8 28.1
$50 thru $74 99 1heS 2.6
$75 thru $99 72 10.5 5301
$100 thru $12h 81 119 65.0
$125 thru $1hL9 33 b8 698
$150 thru 817k 82 12,0 81.8
175 thru #199 29 ho? 86.1
$200 thra $22k ] 6.6 92,7
$225 thru $2L9 6 0.2 93.6
$250 thru $27h 20 2.9 96.5
$275 thru $299 5 0.8 9702
$300 and Over 198/ 2.8 1000
a/ $300 - b

335 - 1 -
319 - 1

3O - 5

37 = 1

oo - 3

500 - 2

550 - 1

650 = 1 -b -

Approved For Rele_asei%000108l1 %RDP80-O1 826R000600140004-1
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(j) Extras Claime only: Distribution Range of Actual
Cost to Policy llolder,

Extras Incidence
(Based on 871 Claims)

Cormlative
sz.; g Numbgr Per C‘lent _éﬁg}_gm
$25 and less 283 32.5 2.5
$26 thru $50 220 2543 578
£51 thru 75 162 18.6 76k
$76 thru $100 96 11,0 87.L
$101 thru $125 55 603 937
$126 thru $150 21 24 9641
£151 and over 3h8/ 309 100.0
s/ $151 thru $175 13
$176 thru $200 5
| $201 thru #2255
8226 thru 8250 2
‘$251 thre $275 3
$276 thru $300 2
$301 thru $325 2
$326 thru $350 i
$668 1

“5 e
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25X9

{k) Comparison of Cleims paid and Fremiums paids

(On 1 Sept 53, when approached by the Agency, Omahs
raised its benefits ss follows:

Hospe $9.00 per day from £6.00.

Ixtras 135.00 unaliocated, from $30.00 allocsted
in orly } fixed categories.

. Extras in maternity only, to $h5.00 from £30.00,
A1l previous claims back thru 1948 are figured on
basis of the new () Sept 53) rates in order to
evaluate properly the existing Omaha plan. Figures
sre therofore calenlated not actual.)

% of Premiums
Year ' Cleims Prenm;ms Returned
1918-50 $18,5L1.67  $10,3hk.59 L%
=51l 18,947.29 33,716.60 56%
=52  2h,506.61 51,197035 L8%
-53 _21,903:21 _19,787.60 56%
Total  $89,898.8) $175,0h6.1L 515

o

(2) Surmary of OHI hospitalization and surgical claims smccepted
from GHI at inception (4n March'1953) for previous claims -
and thru 1953.1/ GHI pays directly to the hospital apd
withholde dollar costs not showne :

{a) Total no. of c‘.l.aima2 B65, total dasys in hospital 8651
(8350 days allowed)? ratio of cleims to totel no. of

When CIA took on GHI, that assoclation turned over to ue 21l previous
records of our employees - whether inside or outside the Agency &t the
time of claim, Olaims accounted here therefore include those before
Maxrch 1953,

The difference sccounted for b{: Overstaylng on discharge hour; over~
etaying on chlld tonsilect one day allowed) adult (2 days allowed)
or maternity (8 daye a11ow$o

o6n
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Actual cost paid 4

(b) All Claims M by employes Benefit
Total e A ———
Hospe 75999 days 353 days over 96%
Surge $19,779 not known =
Extras $15,665 not known Do

(c) Totsl benefit and total actual cost to employee by
geographic location:

Unobtainable,

(d) Total actual costs paid by the employee in respect to
tyre of services

Unobteinable.

(e) Total benefit and total actual cost experienced by
type of illness. (Information limited to hospitel days

only,)
Benefit Actual %
Days Days Benefit
Pregnaney and compli- 2,920 3,015 oh%
cetions therefrom
Other (many emall misc. 997 1,0h2 96%
clainms) : .
Gastro- 910 982 93%
intestinal
Aecidents 769 779 993
Genito-urinary 676 697 96%
(£) Deys hospitalized:
Less than 5 deys 58%
Less than 10 days 91%
Less than 15 days 962
° 7 =
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{g) Type of claim:
By policy holder only 27%
By spouse only L3%
By denghters and sons only 30%

(n) Surgical claims only: Distribution Range of Actual
Cost to policy holder:

Uncbtainable.

(i) Extras claims only: Distribution Range of Actusl
Coet to policy holder:

Unobteinable.

(J) OHI choice of coverege by the individual es of 31 March
1954 shows the following:

GHI Hogpitalization only

Single -
Busband snd wife

_ 25X9
Family -

Toteal

GHI Hospitalization and Surgicsl

Single -
Husband and wife -
Pamily - 25X9

Total

Grand Total

-8 -
Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1
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,3) Finapnial status of GHI as shown in their last two annual reports to the B.C. Insuramce Dept. .

{GHI operates under an Act of Congress, is not supervised by the Dietrmt Insurence Dept. or
District Commissioners, but makes one annusl report to these offices at “any time" during the year
following anmual sudit.)

was asked to try to get the last report and got a2 "runarcund” from GHI. Accord-
ngly, representatives of the Tesk Force vizited the District offlces, viewed the audited statements

for '52 end ‘53 nade by [ - C°1's -

25X1A

25X1A

25X1A

Approved For Release 2000/08/1 ‘ ;;C_IA-RDP80-01826R000600140004-1
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s iy

bo Existing avellable protective measures as to disability - excerpted from

TAB D

(1) fgeinst permanent and total dissbility there ers these four messures:

(e) Individual®s own comrercial Ordinary' Ljfe policy in which
disability coverage may be secured for small additional
premium, or a straight commercial disability policye

®)

(c)

(d)

1.

Commonly these disabillity features cost in the neighbore
hood of $100.00 annually for a benefit of $200.00 per
month, have "white collar" risk restriction, exclusion
for military service in time of war and alr flight in
non=gcheduled sarvice.

National Service Life Insurance to which a veteran msy add some
disability coverage for an additional premium. ( Example: $50.00

per

month benefit for a yearly prerium of $1l.L0 on a $10,000

life policy)e

Federal Employees Compensétion Aet

1

This Act provides corpensation for disability (and full
medi cal care) resulting from injuries suffered in pere

forrance of duty or from diseases proximately caused by
employment for as long as the dissbllity continues.

The meximum monthly benefit provides two-thirdn of the
employes's salary up to and including GS=13, 58% of a
GS@].!} , and 53% for a GS=15, ’ )

Civil Service Retirement Act

This Act provides disability benefits for life without
regard to performance of duty, provided the employee has

& minimum of 5 years civillan service and 1s totally

disabled.

The benefita aré based on salary and length of service. A
GS=9 with 8 years service (including militery) would receive -
$50.00 per montho A GS=13 with 1k years service would re=
ceive $146,00 per montho ‘

- (2) Agsinst temporary dissbility, there are these four measurest

' (a) Fedéral Pnployees Corpensation Act
(see b(1){c) above) :

Approved For Release 2000/08/16 - &?ATRDP80-01826R000600140004-1
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25X9A2

25X9A2
25X9A2

(v)

(e)

(a)

{e)

Public Law 110

1

This Act provides benefits to employees (only) assigned
to permanent duty stations outside the Continental Us So,
its territories, and possessions for illness or injury
requiring hospitalization and which occur in line of duty.

The benefits are payment of travel expenses to and from
an appronriate hospitel or clinic and payment of cost of
treatment.

A group hospitalization and snrgical benefit plan administered
under Government Employecs Health Association (CI2), underwritten
by Mutusl Benefit Health and Accident Assoclation of Omaha,
Nebraskas

A group hospitalization and surglcal benefit plan administered
under Govermment ¥mployees Health Association (CIA), under-
written by Group Hospitallzation, Ince.

These ggnerai observations are pertinent here in respect to
these two planse

1.

Omaha was offered to Ageney employees in August 191:8s GHI

was offered in March 1953, Omaha®s maximum membership wase

B » Yarch 1952; it io MM == of 1 June 195k - predom= 29X9A2
Inantly overseas residence. {(The effect of Omaha’s raise

in benefits to $9.00 per day from $6.,00, and $135.00 in

hospital extras insteed of $30.00, is too recent to be

assesseds) OHI has grown to members in about 15 months

from a [ nucleus of old GHI and Blue Cross transfers.

Both plans confine eligibility to Staff Employees and Staff
Agentse

Omahs is superior on the whole as 1t stands, for the overe

. scas employee who has his dependents with hinme

GHI is superior on the whole for the employee resident in
the U, S. but, because of the nature of the GHI hosritali-
zation plan, a dollar value is impossible to obtain, in
the domestic cases,

Omaha is chéaper than GHI even if the surgicel benefits
were matched. (per Omaha's firm offer to match - see
page 16)

Neither plan pays off if FECA does.

Approved For Release 2000/08/16 : CIA“RDP80-01826R000600140004-1
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Te

Nelther plsn meets the criterion set by Dr. George Raehr,
Medical lirector of the Health and Insurance Plen of
Oreater New York = HIP. (See TAB E, Appendix ¥T for his
Congressional testimony and Appandix XII for description
of HIP,) 4.e. benefits are almost entirely confined to
hosp tal amd su;g%cal costs. Dr. Baehr holds that 90%
of the costs of illnesses arise outside a hospital -~ in
the doctor's office arnd in the home. This view suggests
remedying our unsatisfactory situation as to a hogpitali-

zation and surgical plan a3 such and then dealing with
cutside hospltal coste scparately.

Neither plan offers catastrophe insurance which, written
on 8 "deductible” basis (the same principle as in auto-
mobile collision insurance), is a relatively cheap addition.

Approved For Release 2000/08/16 . GPA-RDP80-01826R000600140004-1
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(f) Detailed comparison of Omahs and GHI

1.

OMAHA

————

Hosp. Board & Room: $9 per day for 31 days

1.

2.
3.

b,
5.

6.

T.

OVERSEAS

Hospitalization

with no limit on frequency, plus
$135 for hospital extras.

Plus surgical as shown below.

Plus mt-patient emergency up tOsessaccass
within 24 hours of accident

Effective date. 1st of the next munth.

Walt iod. Maternity only. 9 mounths
but coverage extends 9 months beyond
termination of contract.

Maternity. $9 per day for 14 days
plus up to $i5 total for Hoep. extras.

T.B., mental and nervous disorders and
quarantinable diseases - seme as No. 1.
above.

GHE

l.

2.

$ 135 3.

L.
Se

6.

Te

L
-13 -

OVERSEAS
Hospitalization

Hosp. Board & Room: $10 per day for
21 days with 90 day interval on
frequency, plus

for hospltel extras.

Plus surgical as shown below.
Plus out-patient emergency up to... $ 10
within 2 hours of accident

Effective date. lst of the next month.

Wait: iod. None if participation is
T5% of GSHA and no extension beycnd termine-
tion of contract for pregnancy.

Haternity. $9 per day for 8 days
except Cacsarean, termination of ectopic
pregnancy and miscarriage, for vhich
hospitalization benefits are l. above

T.B., mentel and nervous disorders and
quarantinable diseases - 10 day limit in
any 12 month period for No. 1. above.

Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1
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HASHINGTON HASHINGTON
OMAHA Hospitaligation GHI Hospitalization
; . for 21 days (semi-private.
1. Hosp., Board & Room: $9 per day 1. Hosp. Complete Service :
for 31 days with no limit on frequency partic. hospital) with_go day intewal on
Plus $135 mex. for hospital extras - frequency $10 per day if in private room.
Plus $5 per day for edditional 180 days
2. Plus surgical as showm below —— 2. Plus surgical as shown below — (
- emergency up to  $135 3. Plus out-patient emergency up to $10
3 P]:itg‘;: p@?tm of ﬁm ¢ within 2 hours of accident
4. Examples (Hospitalization only): b. Examples (Hospitalization only):
Bd. & Room Normal Bd. & Room®l (diff.} |
appendectomy 10dsys § 135 éi 45) Plus the hospitel extras,
$2?8 comp. fracture 30 " o5 (/135) (16 1listed) which range
126 Plus a maximm of $135 Dbilat. hernia m " 189 (f 63) from $50 for the simplest,
90 to cover all hospital  unilat. hernia 0 " 135 (£ U45) uncomplicated appendectomy
extras hysterectomy " 189 (f 63) to very substantial
90 hemorrhoidectomy 10 " 135 (f145) emounts for the serious
27 tonsillectomy 3 " 0 -{f 13) or complicated case.
— Net = 50% greater on Board & Room than GMAHA '
#] - RBasic costs of Board & Room @ $13.50 per day (
{typical presently) is sbscrbed by GHI completely.
5. Same a8 overseas 5., Same as overseas

6. Same as overseas 6.
7. Bame as overeeas Te
L

-1 -

Same as overseas

Same as overseas

Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1



OHAHA Surgical

$388 = ¢

This is 60% of GHI

Overseas and Domestic

(Example)

$ 50....Hernis Ing. util.......$ 100

75!.!!3&!‘“13 ms. hilatl"...
lw..'.@ped&w'...l.....l
100....Radical Mastectomyeces.

50. ¢+ JFracture of BPine.--.»-

35....311) dislccé;n\viMQ-iselooc

150-..-?1‘08‘59.1320‘&:!”"..-...-?'
50....Hormal delivery..c.asee

100....Crecareancecscesscseass
. lBO....Bemwal of Kiﬂw-.oo--
50,...Removal of Cataract....
lm‘--omstl'ecw‘o.uttoaa--'
5...-Milmtw...'.'.§'.
25+ .AdenoidectOomy s cseananss
6.---Hm’rh°mtw5n-'¢-c
lm...‘mw&w'.’..."..'

$1235

e
-15

140
100
175
125

365
$2055

(Tae sbove, of course, disregards frequency of
occurrence - is set forth as a quick look.)

Approved For Release 200008146.CIA-RDP80-01826R000600140004-1

GHI Surgical

$%2= $328

N.B. The surgical fees scheduled -
’ are accepted by the surgeon

a8 full payment for a single
participant if his income
does not exceed $3000.00
and, for a family partici-
pant, if the family income
does not exceed $5500.00.

Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1



Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1

4. OMAEA Premiums (monthly)

Hosp. Surgical Total

$1.60
-- - b.75
.- - 6.00

Total

Individupl contract..ceecesse
Individual & spouse contract.
Indiv. & spouse & children...

If (MAHA should match GHI on

surgical, monthly total premiums

would be:

$1.60 £ .16 = $1.76
475 £ B9 = 5.64
eow / -& = 6.80

ST

.16 -

GHI Premiumas {monthly)

Hosp.

$1.70
3.70
3.70

Surgical Total Diff.
$1.00 $2.70 £ 1.10
3.20 6.90 f2.35
3.20 6.90 £ .90
Total Diff.
$2.70 £ 9k
6.90 f1.26
6.90 f .20

Approved For Release 2000/08/16 : CIA-RDP80-01826R000600140004-1
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(g) Summary compsrison of these two plans:

1.

20

=z

Oversess general hospitalization
OMAHA 18 %ar superior to GHI.

Overseas materrity hospitalization
- OMAHA is substantielly superior %o GHI in normal pregnancye

In the cases involving Caecsarean, termination of ectopic
pregnancy and miscarriage (ave 10%, per Dr. Tietjen), GHI
is substantially superior.

Overseas surgical,

GMAHA is only 603 as good as GHIo

Domestic penersl hospitelization

OMATA 1s substantially LNFERIOR to GHI in either a normal

or abnormal case.

Domestic maternity hospitallsation

OMAHA 1s substantislly superior to GHI in normal preghancye
In 10% of the cases involving Caeserean, termination of
ectopic pregnancy and miscarriage, GHI is substantially
guperior. - ' e

Domestic surgical
CMRHR 1s on%y 0% as good as GHI.

Fees are the seme in each plan as between overseas and
domestic. However, OMAHA's fees are all lower than GHI.
For individual contract OMAHA charges 60% of GHIj for
individual and spouse OMAHA charges 70% of GHI; for in-
dividual, spouse and children OMAHA charges 88% of GHI,
but GHI doesn’t offer just an individvel and spouse con=
tract at a lower rate than one inclusive of chlldren.

Net on the above = if (MAHA's surgical could meet GHI, it
is 2 better plan than GHI for overseas if the dependents
are with the employee. Even if OMAHA's surgical meets GHIj
it is not as good a buy for domestle assignment.

As to hospitalization, the two plans are strictly comparable
in respect to sn overseas location of the individual with
family, but impossible of comparison in the domestic situ=
ation. This is because the GHI hospitalization benefit is
buried under the completely untrenslestable "full service
benefits" with participating hosnitals, While the non=
complicated case calls for s minimal few hospital extras,
the compliceted case under GHI gets 16 of them free and as
many times as necessary. These variables cannot be assessed
dollar-wise for purpose of comparison with OMAHA,

Approved For Release 2000/08/16 :QC_,_IA;RDP80-O1826R000600140004-1
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FAIATVIS S s o

Even though it is true that the seriously complicated
case is statistically in the low frequency category, the
great dollar beneflts under CHI are nevertheless there
for the individual who wents to insure sgainst precisely
such a8 riske.

It may be held that benefits in a serious case ride on

the backs of the non-complicated majority in respect to
fees, snd also thet throwing in "the works" for every
member is misleading persuasion. However, the minority

who do get caught in heavy extras can’t pay with statistices.
The simplest and blandest appendectomy cells for about
$50.00 in hospitalizetion extrds. From there it could go
anywhere in cost while the patient still lives.

&o Pregnancy hospitalization contains the same problem
. but not as seriously so. In 90% of pregnancy cases <=
the normel ones = OMAHA is a better buy, but not so
if one wishes to insure against costs arising out of
the minority of cases (i.e. Caesarean section, termins-
tion of ectopic pregnancy or miscarrisge). Here GHI
is superior.

ba Again in the domestlc hospitalization field GHI edds
a fillip for the unusual case and offers $5.00 per day
for 180 daye on top of the 21 "full" service benefit
days. (Room and board plus 16 namei extras) Strictly
from the point of view of frequency statistics, this
might be lsbeled & "come=-on',

Co Also, in the GHI brochure is seen the same hand as
immediately above, i.e., the illustrated cases are
not the usual ones. They are in the relativel
infrequent category, but because there are but three
of them, the coloration seems to be present. These
cases are cancer ($1bl9.15 benefits), fractured
vertebres ($337.05 benefits) and gall stones ($518.90
benefits) . '

do OGHI requires a 90 days interval between discharge and
re=entry to a hospitel., OMAIIA requires one day. Here
GHI is inconsistent with the preceding tactics as to
minority occurrences. '

€. OMAHA's fee schedule is superior both in dollars.

GHI, being so firmly emmeshed in legisletion and so
integrated with the lerge and necessarily umwieldy
Blue Croes, presents practically no possibility of
modification in plan to suit ue, whereas OMAHA is
completely flexible = even to a tailored plan.
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Lo OMAHA's service to us in the settlement of claims

25X1A9%a - (per I 1= "vestly bstter! than GHI. . Mro
25X1A93 . I | characterlzes GHI ss a "bickering, negotiating
outfith,

he "Fine Frint",
Comparison of these two plans in some small items is
important also becsuse of the effect in irritation and
dollars.

. L2 Ambulancea
| GHI won't pay to and from a hospi tal, Omaha will,

w=' XeRays.
OHI won't pay unless the X<Ray is in connection with
surgery performed within three deys® time. Omaha will
pay with no surgery nor time restriction if the XaRay
1s taken in & hospital or clinmlce

=< Hospital Extres.
GHI will pay on sixteen specific hospital extras
" without limit, Omaha paves on all extras up to
their estavlished maxiwmm of $135.00,

== Type of Hospital.
CHI's reimburszement is dependent. upon type of
hospital, as followss

Participating hospitsl = full benefit; member
hospital of another hospitel service plan gets the
prevailing service of that plan; non-participating
hospital gets only up to $10.00 per day for 21 days,
plus $6L.00 for hospitel extras (the seme as the
CHL overseas rate). Omsha on the other hand reim-
burses the same all over the world in any hospital
of the individuasl’s own choiceo

== Room and Boarde
" The "full service benefit days" under GIIT pertains
to a semi-private room, but if the imdividusl chooses
or really needs a private room, GHI allocates only
$10.00 per day. Omaha on the other hand pays the
contract guarantee for any accommodations

== Dapendent Children.
Under GHI, they are added when 90 days old, and ,
carried to the 18th birthday. Under Omaha, they are
added when 1)j deys old and carried to the 19th
birthday. This may well be importent in connection
with congenital anomalies,
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-~ Tubarculosis and Mental or Nervous Disorders.
Under GHI, these are covered for only 10 days during
any 12-month periocd. Under Omsha, they are ecovered
for the same number of days and same frequency (one
day break only) ss sll other accidents or illnesses.

-~ Congenital Anomslies. (viz: clefi palate, congenital
hernia)
Under GHI, not covered at all. Under Omaha, full
coverage st any age, after 14 days from birth.

== Outpatient Emergency First Aid.

GHI requires reporting within two hours of accident,
else they won't pey. Omsha allows 24 hours.

aversT

-20 -
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4. DISCUSSION.

‘&, Noting: that there exists in the commercial market bepeficisl
coverdige for permsnent and total disebility, as well as various
and sundry plens for individuel purchase in temporary disability;
that FECA is excellent coverage for either permanent or temporary
disebility ccourring in performance of duty; that C3RA is poor
coveragie for an agency the persosnel of which ia young, outside
of performemce of duty; - the Agency 1e properly concerned to offer
ite employees the bepefiit of geoup retes for temporary disebility that
ineludes family protection. This coversge 1s found in a hospitaliza-
tion and surgicsl plan.

b. It is possible to buy practically anything in this field - at a
price. The problem is ~ what coverage features should we offer and

how fexr should they go.

(1) The latter brings to mind the importance of the principle of
co~-insurance, o8 4o catastrophic or low-ipcidence excessive
- coste where-in given feastures are covered up to a npormal or
average-circumstences extent and from thaet point on the
insurer carries the larger buxden with the individusl sharing
8 pert of it. The philosophy 1s roughly that of sutcmobile
collision insurance with a $50.00 or $100.00 deductible clause.

c. The Ageucy's offer of two largely non-comparable hospital and
surgical plans to ite employces is failure to meet its proper
persounel responsibility. It is rolling with whatever sn cutsider
hes to offer. It fsils to utilize Ageney strength to get o one
best plan which defers to ocperaticonal end security circunmstsnge,
and %o the facts of illnesses.

d. Omeha's original grievously imadequate plan - in effect unbil
1 Sept. .'53 - end improved aocmeuhat then, is s sed reflection on
us. Thelr lmproved plen ie some better, but not nearly enough so.

(1} Then to offer GHI, - by and large poorer than Omaha oversess -
in this heevily oversess business is to compcaund our error.
This ie perticulerly so in light of Omsha’s flexibility i.e.

- complete willingness to tallor a plan, and its 100% sacurity.
{Omaha will sccept Agency certification of eircumstonce and
pay to anyone to whom and how we designste.) The Agency elso
forgot that this rigid association - GHI prevents us from
gain the advantage of cur own eéxperience (presumbly ’
better); hence in our premium rates we carry pocrer risks
than we, and deprive ourselves of downvard adjustment as
deserved.,

ennaRi— ’
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e. It is suggested that the Omeha experience ig statistically suffi-
clent to provide a critical basis for assessing our coversge neceds.
Accordingly these general conditions seem indicative.

(1) fThe incidence of actusl cost hits heaviest in the surgical
field (41%), Hospital bosrd end room is mext (32%) and hospi-
tal extrag are seen not %o occupy as great importance as often

thought (27%).

(2) Pregnancy end complications therefrom, stand out with heavy
- incidence. 42% of the employees' total actual ccsts are in
this one field.

{3) Hospitalization coverage beyond 15 days is for the last 5% of
incidence, but the insursnce company kpows its premium rate
cexries no resl burden when coverage extends from 15 to 31 d.ays.
(Experienee identical under GHI).

(%) The some observation, - as in (3) above obtains in respect to
surgery. Total sctual costs are almost entirely below $300. -
(97%). One can cover the unusual, even beyond actual incidence
for no real premium burden.

(5) Bgually so - as in (3) and (4) above, the picture of total
hospital Extras cost conforms. 96% are covered in a plan
embracing up to $150.

(6) indeminification return of premiums pald at 50% under the pre-
sent Omahe plan is woefully insufficilent. Omahs sdmits it.

{7} Indeminification return of ectusl costs to the employee at 67%
iz not enough.

(8) Omahs admits thet its surgical coverage with 41% indemnifi-
cation on setusl costs is poor.

£f. GHI's sttitude 1s that of doing us s favor. When_ 25X1A9%9a
(Task Force member and Chief, Insurance and Claims Branch, Em- :
ployse Services Division, Office of Personnel), spproached them
for some modest staiistics concerving ocur own experience the
response wes: "If you require this kind of information, it might
. , be better for you to take your business elsevwhere.” Alsoc they
25X1A refused us andjililla valsnce sheet.

g. CHI's-belance sheet and Operating Statement reveal s reserve ac-
cumlation that might be werrantable in a catastrophic-coverage

situation - which they don’t have. Liabilities under their plan
are predicteble, by and lsrge; the premium rates, producing a 12%

et
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k.

i.

.

gross profit in 1952, and a ratio of sssets to liabilities of
nearly 2 to 1 geem cut-of-line with true risk sssumed.

Under the GHI plan, if an employee cannot reveal Agency affilistion,
‘indemmification is at the poor overseas rate - poorer than the
existing Omaha insdequate rate. The employee cennct get the "full-
service benefit" dsy as in an overt domestic situstion.

GHI's plan means that we will never know where we stand - experience
versus premiums end never get the bemefit of ocur experience if it
proves better than others. Ompha offers to do this.

GHI's inter-plan feature (wide-spread Blue-Cross tie-in) is countered
by Omaha's willingness to continue coverage for the terminsted
individual at a non-group rete without medical examination or
statement of health, - as long as he wishes - or until he acquires
members}):ip in a new group plan. (The non-group premium is 20%
higher, -

With the differing benefits of Omaha and GHI, oversess versus
domestic, the employee is pulled sbout in hig attempt to secure
adequate coverage. This is highly unsatisfactory.

The 3 types of contract offered by Omaha show these premivm 4if-
ferentials - :

(1) Inéividual contract premium $1.60 (monthiy}
(2) Individual and spouse contract
premivm $4.75 (monthly)
{3) Individual, spouse and children _
contrect premium $6.00 (monthly)

GHI combines the 2nd and 3rd groups above into a single premium
rate which means that il #25 are carrying pert of the cost for
Bl #3=. Perhsps the #1 rate contains a cut of this burden also.

The youth of our Agency (2/3 under 35 yeers of sge) suggests that

the single individual plus individusl snd spouse help carry, in
premiuvm rates, some of the femily contract burden.

‘ anmiiGRRp— .
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5. CORCULNSION
s. Both the Omaha and GHI plans are entirely ungatisfactory.
{1) Neither plan offsrs enough.

(2) Weither plen offers opportunity to relate premiums to our
experience. _

(3) Neither plen tekes advantage of actusl previous experience in
1ts coverage feabures.

(4} Neither plan takes advantage of the co-insurance philosophy
to base premium rates in the higher incidence circumstances
and still protect the minority subsiantially.

(5) Security-wise only Omeha offerg - or can offer s campletely
satisfactory situation for the employee who cannot admit
Agency affiliation.

(6) The Agency must offer one best plan.

{7) Adding the tangibles and intengibles in the forgoing comparisons,
Omahy offers excellent and the only potential for improvement.

Approved For Release 2000/08IWO-01826R000600140004-1
. .



Approved For Relzfse 2000/08/16 : CIA-RDP 0-01M§0326gf140004-1
~ f.' -
Digability

6. FRECOMMENDATION

&. The Agency sccept end offer to its staff employees and staff
egents, the new Omehs plan (next hereto) proposed by the Task
Force and worked out with the local Omals, office together with

« A. W. Randgll, heed of the Omahg Company's Group Insurance
Department, and Mr. Gale Davis, Omsha's No. 1 vice-president.

©. That the DD/A and General Coungel proceed from here on to enbody
this plan in a contract.

¢. That AD Personnel take over responsibility for appropriete Agency
publicity on the plan end contimue the study of any possidble amend-
ment for coverage of home snd doctor’s office costs.

d. Thet the Task Force go out of business in respect to disability
insurance.

i
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